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AUSTRALIAN KEY ECONOMIC INDICATORS 


All values in US$ million (unless otherwise specified) 
CY78 CY79 CY80 Percentage 


Changel 
Exchange rate: US$ 1.00 = A$ 0.869 0.905 0.847 CY79 to CY80 
INCOME, PRODUCTION, EMPLOYMENT 
GDP at current prices 109,708 119,398 144,913 13.59 
GDP at constant FY 75 prices 110,101 76,709 83,479 2.15 
Per capita GDP, current prices $ 7,656 8,281 9,914 Zod 
Plant and equipment investment 9.079 9,704 13,,055* 25.9* 
Household Disposable Income 77,979 84,719 100,911 1175 
Industrial Prod. Index FY64=100 163 172 176 RE 
Weekly Wage Rate Index 1954=100 569.6 583.8 643.4 10.2 
Avg. Weekly Earnings (Males) 262.60 260.40 312.79* 12.42* 
Labor Force ('000) 6,538.7 6,646.8 6,821.5 220 
Unemployment Rate (%) Tan Ton 6.1 -18.03 


MONEY AND PRICES 
Money Supply (M3) 49,281 52,649 63,580 12697 
Interest rates: 
Savings Bank Deposit Rate 6.0 6.0 6.0 No Change 
Comml. Bank overdraft rate 10.50 10.50 10.66 LS 
Consumer Price Index 1966/67=100 258.0 283.9 316.2 9:2 
Wholesale Price Index2 1968/69 233.6 2I2ue 304.2 iz. 16 
Retail Sales Current Prices 28,612 30,200 37425 15.05 


BALANCE OF PAYMENTS AND TRADE 


Gold & Foreign Exchange Reserves 3,343 4,849 6,087 17.5 
Balance of Payments (net monetary 
movements) -41.42 -681. 493. 16h. 
Trade Balance 304 25125 1,826 -19.2 
Exports, FOB 14,489 18,468 22,938 14.2 
U.S. Share $ 1,643 2,200 2,660* 13.15* 
U.S. Share % 14.53 11.9 11.6* -0.8* 
Imports, FOB 14,185 16,354 20,712 18.5 
U.S. Share $ 3,154 3,844 4,582* -10.3* 
U.S. Share % 22.2 23.3 Z2.1* =5.1* 


PRINCIPAL U.S. EXPORTS TO AUSTRALIA? : Machinery specialized for particular 
industries ($442); general industrial machinery and equipment n.e.s. and 

machine parts n.e.s. ($352); miscellaneous manufactured articles (n.e.s.) ($250); 
office machinery and automatic data processing equipment ($299); road vehicles 
including air-cushion vehicles ($272). 

PRINCIPAL U.S. IMPORTS FROM AUSTRALIA?: Meat and meat preparations ($879); 
metalliferrous ores and metal scrap ($703); non-ferrous metals ($145); other 
transport equipment ($82); fish preparations, mollusks & crustaceans ($83). 


Sources: Australian Government Publications and Australian Bureau of Statistics. 


“unofficial estimates. 

Percent changes calculated in Australian dollars. 
Manufactured articles. 

3Based on figures for FY79-80. 





SUMMARY 


The dominant feature of the Australian economy in 1980 was the so-called 
"resources boom." This anticipated boom, which is based on the assump- 
tion there will be strong growth in business investment associated with 
the development of resource based industries, is expected to continue to 
dominate the nation's economy not only for the coming year but also 
through the decade of the 1980's 


Although the boom has not yet fully materialized, there are a number of 
evident economic trends that tend to make Australia's economic prospects 
over the coming year appear considerably more encouraging than those of 
Many other industrialized nations. Employment expanded in 1980, and 
unemployment in the early months of 1981 has been below that of the same 
period a year earlier. Nevertheless, the unemployment rate continues to 
hover at around six percent, and there is little prospect that this rate 
will be reduced by any significant amount during 1981. The rate of price 
increases slowed during the past year and the Australian Consumer Price 
Index (CPI) may remain below the double digit level for the remainder of 1981. 
However, wage pressures and food costs may force a general rise in prices 
in the not too distant future. 


The anticipated boom does seem to be emerging in the construction 
industry and in investment figures. The value of construction projects 
in the final three months of 1980 was 17.1 percent higher in real terms 
than for the same period of 1979. Both the government and private 
sources have released surveys of planned projects, which indicate a 
massive growth in engineering/construction projects in the coming few 
years. Investment surged upward last year, and the government expects 

a 15 percent increase in private fixed investment in the year to June 30, 
1981. 


Foreign capital has also begun to flow into Australia to meet the funding 
needs of the resource-based expansion. This capital inflow has offset 

a deterioration in Australia's trade and current account balances, as 
imports of capital equipment have also climbed in recent months. 
Industrial output remained rather flat last year implying that much of 
the increase in consumption and investment spending is being met by 
imports. 


Australia's agricultural output was set back by widespread drought last 
year. However, demand for most of the nation's agricultural commodities 
remains strong, and the overall outlook for the farm sector is good 
provided there is a return to more normal seasonal conditions. 


The enormity of the capital and technical input which will be necessary 
to meet the envisioned Australian development plans seems to assure a 
constructive role for American investment in the Australian economy. 
This development also opens many new attractive opportunities for U.S. 
exporters, which, along with the more traditional export opportunities, 
should mean a significant increase in the value of U.S. exports to 
Australia during the coming 12 months and beyond. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Resources Boom 

During the past year economic attention in Australia has been focused on 
what is termed the "resources boom." This attention is based on a 
growing and continuing feeling in business, financial and government 
circles that Australia's mineral and energy potential is now a prime 
target for significant investment and commercial exploitation. The 
popular economic belief in the country is that Australia's resources, 
particularly those in the energy field, will attract large-scale 
investment, both in the resource and in related infrastructure projects, 
sufficient to allow the Australian economy to run counter to the downturn 
in economic activity currently being experienced in many industrialized 
countries. 


The resources boom, which is extended to include energy-intensive 
industries such as aluminum, is expected to result in job creation and 

a considerable increase in non-farm gross domestic product (GDP). The 
optimistic assessment anticipates that Australia will experience deficits 
on its balance of trade and current account as much of the capital 
equipment necessary for this development must be purchased abroad. 
However, this is expected to be more than offset by large net inflows of 
private capital to finance the resource-related projects that are now 
either just beginning or in the planning stages. 


The boom has not yet fully materialized as evidenced by the rather 
modest 2.1 percent growth in real gross domestic product during 1980. 
However, there were a number of favorable economic trends that began to 
appear in 1980, especially toward the end of that year, that would 
support a more bullish assessment of Australia's economic outlook. 
These trends have tended to carry over into the early months of 1981. 


Prices 


One of these favorable trends, although an indicator not normally 
associated with boom conditions, was a slowing in the rate of inflation 
during 1980. By the end of the year the Australian Consumer Price Index 
stood 9.2 percent higher than it was in December 1979. This compares 
with an increase of 10 percent between December 1978 and December 1979 
and 10.7 percent in the year to June 1980. 


The marginally reduced rate of inflation was due in part to a wide- 
spread drought in Australia which forced farmers to run down their 
livestock herds. This was reflected in lower retail meat prices, 
particularly in the closing months of 1980, which were not fully offset 
by a drought-induced rise in the cost of fresh fruits and vegetables. 
Other factors tending to moderate price rises included a levelling off 
of transportation costs as the result of retail discounting of petroleum; 
reduced increases in health and personal care costs; and the lowest rise 
in tobacco and alcohol prices for over two years. 





The lower inflation rate prompted the Australian Treasurer to predict that 
the CPI increase in FY 1980-81 (ending June 30, 1981) would be closer 

to nine percent than to the 10-plus percent he originally forecast. 

Most observers feel Australia should be able to avoid double digit 
inflation for the remainder of 1981. Certainly trends in the early 
months of this year indicate a continued slowing of price increases. 
Wholesale price rises for non-food products have slowed considerably, 

and low rises in food, petroleum and health costs point to an annual 

rate of inflation that may be less than nine percent. 


There are, however, less grounds for optimism about continuation of 
single-digit inflation in the longer term. An underlying downward 
trend in prices is not apparent. Obviously meat prices, initially 
depressed by the drought, must eventually record sharp increases once 
farmers stop running down and begin rebuilding their stocks. The 
Treasurer warned that wage pressures leave no room for complacency over 
prices, and this pressure, together with a strong campaign by labor 
unions for a 35-hour week, will likely have an adverse influence on price 
levels in Australia by the end of 1981. 


Employment 


Another favorable trend can be noted in Australia's employment situation. 
At the end of 1980 the unemployment rate was 6.3 percent, compared with a 
rate of 7.2 percent the previous year. Australian employment grew by 
169,000 during 1980. This was sufficient to cope with both the natural 
rate of growth in the labor force and a higher participation rate as 
more people were enticed back into the workforce by the improved 
employment outlook. In December 1980, 62.3 percent of the civilian 
population aged 15 years and over was in the labor force, compared with 
61.9 percent in December 1979. 


A business survey revealed that 32 percent of the firms responding 
anticipated they would increase their level of employment in 1981; 

53 percent indicated their employment would remain steady; and only 

15 percent expected a decline. Unemployment levels in Australia during 
the early months of 1981 have been consistently below those recorded 
for the same months of 1980. Thus, the economic activity associated 
with the resources boom appears to be having a favorable impact on the 
level of employment. However, an unemployment rate approaching six 
percent is quite high by historical standards for Australia. Thus, 
unemployment remains a serious problem. Despite the growth in employ- 
ment last year, the problem is not likely to disappear over the course 
of the coming year, as even the most optimistic forecasts predict the 
unemployment rate will continue at about its present level. 


Consumption 


Consumer spending in Australia has increased at roughly the same pace as 
GDP over the past decade. Thus, an expected upturn in consumer demand 
augurs well for overall growth in Australian economy in the coming year. 





Consumer spending expanded considerably in the closing months of 1980, 
and this trend carried over into the early months of 1981. A rise in 
real disposable household income is expected to increase the purchasing 
power of consumers over the coming year, and this will be further 
strengthened by the rise in employment. Surveys show consumer confidence 
to be at its highest level in over two years. 


Projects 


Australia's resources boom has begun: to materialize in the construction 
phase. There were 462 major (defined as $115,000 or more) engineering 
projects worth over $700 million begun during the December 1980 quarter. 
In real terms this value was 17.1 percent higher than the December quarter 
of 1979. 


An Australian Government survey of major manufacturing and mining projects 
planned in the medium term lists 309 such projects valued at over 

$38 billion which are committed or at the final feasibility study stage. 
An additional 189 projects valued at $48 billion are listed at the 
preliminary stage of investigation. Energy-related and mineral projects 
comprise the largest share of this expected investment. The Australian 
Federation of Construction Contractors is even more bullish regarding 
upcoming construction projects in Australia. A recent survey by that 
organization identified over 1,400 construction projects valued at more 
than $60 billion which are now on the drawing boards in Australia. 


Not all of these planned projects will be implemented. For example, a 
major oil shale project valued at perhaps $10 billion is presently being 
reassessed. However, they illustrate the general size and direction of 
the investment/construction surge underway in Australia. 


Investment 


Further evidence of the possible emerging resources boom can be found in 
investment figures. New fixed capital expenditure at current prices 
rose by 23.4 percent in 1980. The biggest increase was in the mining 
sector (33 percent), followed by the manufacturing and finance sectors 
(both 25 percent). Further strong acceleration in private investment 
growth is expected for the remainder of the present financial year, 
which ends June 30. The Australian Treasury estimates that the growth 
in private fixed investment in the 1980-81 financial year will be about 
15 percent in real terms. 


Foreign investment in Australia has also shown a sharp increase. Total 
net inflow of foreign capital in 1980 was over $3,000 million, compared 
with 2,155 million in FY 1979-80 and 1,426 million in FY 1978-79. Net 
apparent capital inflow on all capital accounts for the first nine months 
of the present (1980-81) financial year already total a massive $4,534 
million, compared with only some $690 million over the same period last 
year. 





Rural Conditions 


Widespread drought reduced the gross value of Australia's agricultural 
output, particularly for grains during the past year. The estimated 
wheat production for 1980-81 of 10.8 million metric tons falls well 
below the previous crop year's output of 16.18 million tons, and yields 
of all grain varieties were generally disappointing. However, the 
overall outlook for the farm remains good, provided there is relief from 
drought conditions. Export demand and prices for Australia's major 
agricultural commodities remain strong. 


Factory Output 


There is little sign of strong growth in the manufacturing sector. The 
average level of factory output in the three months to January 1981 was 
only 1.1 percent above the same period a year earlier. Areas of poor 
growth in 1980 included transport equipment, furniture and household 

goods, and chemicals. , This suggests that growth in consumption and 
investment spending is being met largely by imports or, to a lesser 

extent, from existing stocks. However, a recent survey conducted by the 
Confederation of Australian Industry found that most manufacturers looked 
forward to an increase in output, new orders and employment over the course 
of 1981. 


Problems of Prosperity 


Australia's resources boom is not without accompanying problems. The 
favorable trade balance recorded last year is expected to disappear this 
year as large imports connected with the development projects make their 
weight felt. This is apparent from a trade deficit of nearly $199 
million in the nine months to March 1981, compared with a trade surplus 
of $2,309 over the same period last year. This trade deficit will 
aggravate Australia's chronic current account deficit,which is now 
estimated to exceed $3,450 million for the year ending June 30, 1981. 
However, toward the end of 1981 there may be some improvement with 
exports expanding and a slower rate of increase for imports. 


The massive capital inflows should help offset the current account 
deficit. On the other hand, the heavy rate of capital inflow could 
also undermine the Government's efforts to restrain money supply by 
cutting back domestic credit. If these inflows continue to expand 
without being sufficiently offset by increased payments for imported 
goods, they could create pressure for revaluation of the Australian 
dollar. 


Further, the development of the planned projects such as energy-based 
export industries will place heavy strains on existing industries. 
Already shortages of skilled labor are becoming apparent, and shortages 
of materials are seen as a real possibility. These shortages will 
increase inflationary pressure. 





A major Australian trading bank pointed out that there is a danger that 
the wave of planned resource and associated development could simply 

tend to aggravate inflation with little overall benefit to living 
standards. The shortage of skilled labor could precipitate an explosive 
growth in wages that could eventually destroy competitiveness, discourage 
investment and lead to a real loss of jobs. 


Industrial disputes and work stoppages remain an all too common part of 
Australia's labor scene. The tendency for labor disruptions is likely to 
be heightened in coming months by a strong union campaign for a 35-hour 
week. The Australian Government is very much opposed to the 35-hour 
week, which it views as a menace to economic recovery by reducing the 
country's competitiveness and increasing the country's rate of inflation. 
Thus, the Government has sought to bring pressure on both labor and 
business to avoid agreements based on less than the traditional 40-hour 
work week. The issue threatens to disrupt relations on all sides and 
also within the Government, where it has already been directly responsible 
for the recent resignation by the Minister for Industrial Relations. 
Nevertheless, Australian business, foreign investors and government 
circles tend to agree that the 35-hour issue is perhaps the greatest 
Single threat to Australian economic recovery. 


IMPLICATIONS FOR THE UNITED STATES 
Investment 


The large-scale development of projects in the resource and related 
fields in Australia, regardless of whether it could yet be termed a 
"boom," opens very definite, and perhaps quite obvious, opportunities and 
attractions for U.S. capital investment and for U.S. exporters. These 
projects and plans will require significant funding from abroad if they 
are to be realized. The U.S. was the largest source of direct foreign 
investment for Australia during much of 1980, and a good deal of the 
foreign financing required to fuel the anticipated resources boom is 
expected to come from the United States. 


U.S. firms are already participating in many major mining and mineral 
projects in Australia, including alumina refining and aluminum smelting. 
Mineral and energy-related projects are among the most prominent and are 
likely to offer the greatest attraction to U.S. investors. However, a 
large amount of funding will also be required to finance associated 
infrastructure, to increase electricity generating capacity, to meet the 
needs of expanding service industries and to help restructure the 
Australian manufacturing sector. 


The enormity of the capital and technical input which will be necessary 
to meet the envisioned Australian development plans would seem to assure 
a constructive role for American investment throughout the decade ahead. 





The Australian Government openly welcomes new foreign investment, and 
it has made special efforts to attract American capital. In addition, 
the nation's stable political system and respect for contractual 
obligation combine to provide further incentive for investment. 


Trade 


The Australian import market has been expanding largely to supply the 
development projects associated with the so-called resources boom. As 
this import growth is centered on capital equipment, an area where U.S. 
suppliers are most competitive, the value of U.S. sales to Australia 
and the U.S. share of the growing Australian import market should climb 
in the coming year. 


Existing energy and mineral extraction projects, plus planned’ 

projects, will require the clearing of overburden as well as construction 
of roads, port facilities and other supporting infrastructure. This 
should open many attractive opportunities for U.S. suppliers of equip- 


ment and technology for mining, earthmoving and construction. 


While sales of mining and heavy construction equipment are obvious 
beneficiaries of the anticipated resources boom, there are many other 
capital items that have excellent potential in the present Australian 
economic atmosphere. The growth of the Australian market for computers 
is expected to continue throughout the coming year. Other items with 
high export potential for Australia include business equipment and 
systems, metal working equipment, health care items, security and 
safety equipment, agricultural machinery and telecommunications equip- 
ment and systems. 


The expected increase in household disposable income and the expansion 
of employment, which give rise to optimistic projections regarding 
consumer demand,also augur well for increased sales opportunities for 
U.S. consumer g¢cods in Australia. The Australian labor force already 
enjoys high income levels, and this creates sales opportunities for 
sophisticated consumer goods that are far out of proportion to the 
nation's relatively small population. These opportunities are 
particularly apparent in sporting goods and other recreational and 
leisure equipment, toys, kitchenware, hardware and hand tools. 


Thus, the Australian market is open for a wide range of U.S. goods and 
services in nearly all fields. If the economy continues to recover as 
the result of the anticipated resources development, this can only add 
to existing export opportunities. 





A YEAR’S WORTH 


WORLDWIDE 
BUSINESS 
OPPORTUNITIES .. . 
FREE! 


Here's acalendar of U.S. trade promotion events to be 
held abroad during the upcoming months. It’s yours free 
for the asking. You'll find out about exhibitions, trade 
missions, and seminars featuring specific U.S. products 
and services, where they’re being held, and whom to 
contact for more information. Whether your products are 
agricultural machinery or textiles manufacturing 
equipment, energy systems or computers, we've got an 
exhibition custom tailored to your export needs—and 
designed to introduce your products to ready and eager 
buyers overseas. 


Send for your free copy of the Overseas Export 
Promotion Calendar today. Your world markets are 
waiting. 
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MAIL TO: 


U.S. DEPARTMENT OF COMMERCE 
International Trade Administration 
Office of Export Marketing Assistance 
Export Communications Section, Rm. 4009 
Washington, DC 20230 


Yes! Please send me my free copy of the Overseas Export Promotion Calendar. 


Name Title 
Company 
Address 


City 
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U.S. DEPARTMENT OF COMMERCE 
International Trade Administration 
Washington, D.C. 20230 





You might be, if you don’t have current, up-to-date in- 

ARE formation on the countries to which you are marketing. 
Overseas Business Reports and Foreign Economic 

YOU Trends and their Implications for the United States 
offer country-by-country reports with the information 


EXPORTING | orrreosbesines Reports 
BLINDFOLDED? a year—bring you detailed imuands on soaiaiis 


trade and investment conditions and opportunities. 
They'll bring you the latest marketing information on 
countries offering good potential as sales outlets for 


U.S. goods. You'll find information on: 


@ trade patterns @ transportation 

@ industry trends @ trade regulations 

@ distribution channels © market prospects for 

@ natural resources selected U.S. products 

@ population @ finances and the 
economy 


The OBR World Trade Outlook Series gives you a 


twice-a-year analysis of U.S. export prospects to all 
major trading companies. 


Foreign Economic Trends and their 


Implications for the United States 
focus closely on current economic developments and 
trends in 130 countries. This series is essential for 
analyzing new elements and trends to help you plan 
and evaluate your commercial or investment programs 
overseas. Each report: 
@ is prepared on the scene by U.S. Foreign Service 
and Foreign Commercial Service experts 
@ pinpoints the economic and financial conditions of 
the country, and how they could affect U.S. 
overseas business 
@ describes the principal influence of current condi- 
tions and future trends on the economy 


Use the order form below to start your subscription to 
both series today. 
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ORDER FORM To: Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 
Credit Card Orders Only 

Enclosed is $______ 00 check, 


CO money order, or charge to my Total charges $_______ Fill in the boxes below. 
Deposit Account No. Credit 


Coooooo-o Bam) coon CITT IIIT TIT TT iii) 


cs Expiration Date 
rere Month/Year LITT) 


Enter my subscription to: [] Overseas Business Reports at $40 per year ($50 overseas) 
(0 Foreign Economic Trends at $50 ($62.50 overseas) 


Company Name 

individual's Name—First. Last 
Street address 

City 


(or Country) 
| 


PLEASE PRINT OR TYPE 





